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Local protectionism and market segmentation is a particular phenomenon in the 
transformation course of China’s economy. It not only disturbs the function of our 
economy, but also does harm to the best collocation of resources and the strategic 
upgrade of the economic structure. It will baffle the establishment and perfection of 
the socialistic market economy in the end. This paper attempts to analyze the reasons 
of local protectionism and market segmentation from three aspects, namely local 
government, enterprises, especially state-owned enterprises and the competition of 
different districts. Then analyzes the negative effects from macro aspect to micro 
aspect, including the macro efficiency of the economy, the structure of the industries 
and the formation of the competitiveness of enterprises. On the basis of the above 
analysis, the paper brings forward different measures of breaking local protectionism 
and market segmentation. As there has been less research about this problem using 
game theory, this paper tries to do something in this way.  
The main content and structure is as follows: 
Introduction: Local protectionism and market segmentation comes along with 
China’s economic reform. Although it has been stressed by the government, it still 
exists and affects the healthy development of our economy. 
Chapter 1: This section briefly introduces the research about local protectionism 
and market segmentation in China that has been done by foreign and domestic 
scholars by now and points out that there is difficulty in analyzing this problem in an 
empirical way and there is no agreement among the scholars on whether the market 
segmentation in China has increased or decreased. 
Chapter 2：This section analyzes the main forms of local protectionism and 
market segmentation in commodity market, labor market and capital market. 
Chapter 3: This section analyzes the reason of local protectionism and market 
segmentation from the institutional economics perspective, local government, 













theory is used in analyzing how the competition of different districts lead to local 
protectionism and market segmentation.  
Chapter 4: This part analyzes the negative effects of local protectionism and 
market segmentation from the efficiency of economy, industry structure and the 
formation of enterprises’ competitiveness. 
Chapter 5: On the basis of the anterior analysis, this part emphasizes the 
importance of breaking local protectionism and market segmentation by learning from 
developed countries. At last it suggests the government should take measures from 
three main ways, namely enforcement of law, impelling the reform of both 
government and enterprises. 
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的分割程度加大。Young 在他的论文《The Razor’s Edge  ： Distortions and 






界效应”( Border Effect )扩大，则认为市场的分割程度扩大。Naughton 根据
投入产出表，直接研究了中国省际贸易流。他的研究结果表明，省际间贸易流量
很大，而且制造业内部各个行业间的贸易占主导地位，这种趋势是和全国经济一
体化相协调的。但是 Naughton 的研究仅限于 1987 年至 1992 年，难以用来分析
中国国内贸易障碍在不断深入的改革过程中的演化。Sandra Poncet 将数据扩大
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